SEP 15 1983

Desr Applicant:

Ue have cons?tdered your spplication for recognition of cxexption from
Fcderal income tax under section 5Ul(e)(3) of the lnternsl Re.enuve Code.

Ile data you sudmitted shows that you are organized as a corporation to
operate s property owners association whose primary purpose is to own and

maintain all toads, parks, aress and fscilities dedicated to the public
use 1o [ sutoivision.

in corvespondence with the Luervice concerning your applicstion for
exepption, you revealed the following additional information about your
sctual operations (this informetion was sulmitted in answer %o question

¥16 of our letter dated _:

“Attachcd 1s a composite plot of [ showing all
Jots, tracte snd acreages. This arez holds s total of single~

f mily homes snd/or week-end coitages. There are no spartments,
cucdominfums or mobile homes. There ar~ a total of [ unimprovea
lois. The ] ratk aress are shoun 1n bise, as well as launch romp,
boat dock snd 1ift, end fishing dock. These [ pork are s, Jounch
tamp, bout cock and 1ift, snd £ishing dock are owned and msintsined
vy I -  1tere are oo svinaing
povls, tennis courts, or club houses not privateiy owmed. The arez
is not surrounded by a fence and there is no security guard. The
size of the subdivision is approximstely zeres. 1The launch
ramp, tishing dock, and park aress sre 211 mafiotaived and are for
tte v of the restdents of [P [, their friends and visitors
and 2ed not for public use. The '@ are jtresently -ptoperty

ourers, with [} paying their yesvly assessment. Ihe ] poying
aggserenvnts *r( menboere and entitlied to vote {n weetings.”

Secetfon oo, of the Leée provides azemption for:

"Cotpurations...oxganized and operated exclusively for religious,
Churiiablé,o..0f ¢ducntional parposes,...no part of the net carn-
ings ¢f whicl frurcs to tie benefit of any psivete sharcliolder o1

]
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Section 1.301(c)(3)=1(D)(1)(1) of the Income lax Regulatioms provides that
an organisation is organiszed exclusively for one or aore exempt purposes
only if its irticles of Organization ~

“{A) Limit che purposes of such organisation co cne or more exempt
purposes; and

(B) Lo not expressly empover the organization to engage, othervise
thas as an ifnsubstantial pert of its sctivities, 1o activities
which in themselves are not in furtherunce i one or wote exempt
purp ses.”

dSection i.301(c)(3)~1(c)(1) of the 1ucome Tax Rcgulations provides thac:

“An organization will be rogorded 2s 'operated excluaively’ for one or

201+ eXempl purposes only if it engages primar{ly im activitics which
accomplist. one or morc of such exempt purpcses specified in scction
50“(‘)‘3)000.

Section i.500(c)(2)~1(2,;(1)(i1), of the income Tax Regulations provides
that ¢l the orgauizations there described must serve 4 public rather than
4 pricate laterest.

heverue Ruling 70-486 bheld that an orgenization formed to preserve a lake
used as & pudblic recreation facility quslified for cxemption under section
5G1¢c)(3). 1he organizstion in this case helprd presexve the lake by
treating the wsater in the lake and by otherwisc improving its condition
for racreationsl purposes. 1he rationsle for granting exemption undex
section 5C1(c)(3) as scated in the ruling wes:

"By treating the water, rcmoving elrae, sna othervise improvipng the
condition of the vater, theredy insuring the continusd use of the
lake for public recreationa' purposes, the orgzanization is
perforning a cheritable activity. . . . . The becefits to be
decived from the org~nization’s activitievs flow principally to the
gencral public through the mainotenamce «nd improvemsent of piblic

Toeoo 1t omr; fari i rirgT,
sVe ol EiNT 1 ke suaiv: . ~680 was in heeping with the Service's
proticiple T coaraer ity o47e o ticwal faellities may be classified as
i teboy o v 0 provace aut the use of the genersl pudblic of a
THURT LY (et crimp.e of tlis was established in Xevenue Kuling 59-
fev, e tese awt, e To Lo rofit corporution which operated a

Gwlmmir, poC  £¢ piay-reuke foi il the vesidents of a comsnnity was held
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In applying the fovepeing 1ow and ry liag to the facts im your case it
appears you de set qualify for emmmption under sectiom 301(e)(3) Decawse
you maintais fecrestionsl facilities which are mot for pudlic use, for
cxssple, yous leunch remp, fishing dock and park eress. Organissticss
descrided 1o section 301(c)(3) must serve a public rather thes o privete
fatercst. 3Jow, hewswer, aFe setving the private isterests of your sembers
by meintsining recreaticnsl facilities solely for their use.

Accordingly, we have Jeteteined that you are not except as as ogganisstion
descrided im Code sectios 301(€)(3). it follows that contrilutions to
your orgsnisstios are sot tex deductible and that yow are required to file
Fede.sl focome taxz returse ¢s Fexm 1120,

lf you do not agrae with these comclusions, you say, vithin 30 4ays frow
the date of this letter, ifle £a duplicate a bBrief of the facts, law, and
argument that clesrly sets forth your position. If yow desire sa oral
discusston of the isewe, plesse Indicate this im your protest. 1he
enclosed Publicatics 8352 gives imstructions for filing & protest.

If ycu do net file a protest with this office vithin 30 days of Che dote
of this rapert er letter, this preposed determination vill decome final.

1f you do met ptotest this Psoposed determinetion im s timely ssuner, il
wil! be consideved by the In° ‘rmal Revepue Service ss a failure Lo e¢absust
avelioble admnintstzative remedice. Section 7428(Dd)(2) of the inpternal
fevetue Ceds provides is pert that, “A declaratory judgment or decrtee
unees chle secticn shell et b 1sgued in any proceeding unless cthe isx
Ltourt, the Counrt of Clatms, oF the district cowrt ¢! the United States for
the Discrict of Columbis deteThimes thet the orysnizatios iunvolved las
cabsusted edninistras e remedies availadle to it withis the internal
aevenus Service.,”

1f this deternineticn lotter becomes a final deterninstion, we will notity
the sppropriate State Officisls, as required by sectiom €104(c) of the
Cacc, that Based om the jnformatiom we have, v are vmable to recognize
you *s an ovgasigzetion of the type described 14 Code section 501(e)(3).

s w s v,t) tles rorclusions or do nor wish to file s uritten
c s, risame 904 ong ToLeTn Form 6ul8 1in the enclosed self-sdcrerssed
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1f you have suy furtber questions, please comtsst the persos whose name
and telephone numdes sre shown st the beginaing of this letter.

Sinceraly yours,

L]
- Distgiet Director

Encloeures:
Publication 892
Yorm 6018





